Abstract -In India the magnitude of the problem of bad debts was not taken seriously. Subsequently, following the recommendations of Narasimham committee and Verma committee, some steps have been taken to solve the problem of old NPAs in the balance sheets of the banks. It continues to be expressed from every corner that there has rarely been any systematic evaluation of the best way of tackling the problem. There seems to be no unanimity in the proper policies to be followed in resolving this problem. There is also no consistency in the application of NPA norms, ever since these have been recognized. Non Performing Assets are also called as Non Performing Loans. It is made by a bank or finance company on which repayments or interest payments are not being made on time. A loan is an asset for a bank as the interest payments and the repayment of the principal create a stream of cash flows. It is from the interest payments that a bank makes its profits. The problem of NPA is not limited to only Indian public sector banks, but it prevails in the entire banking industry. Major portion of bad debts in Indian Banks arose out of lending to the priority sector at the dictates of politicians and bureaucrats. If only banks had monitored their loans effectively, the bad debt problem could have been contained if not eliminated. The top management of the banks was forced by politicians and bureaucrats to throw good money after bad in the case of unscrupulous borrowers. Agriculture advances have registered a 7 fold net increase, SSI advances have set a record net increase of 8. was not taken seriously.
A Study on Management of Non Performing Assets in Priority Sector reference to Indian
Bank and Public Sector Banks (PSBs) was not taken seriously. Subsequently, following the recommendations of Narasimham committee and Verma committee, some steps have been taken to solve the problem of old NPAs in the balance sheets of the banks. It continues to be expressed from every corner that there has rarely been any systematic evaluation of the best way of tackling the problem. There seems to be no unanimity in the proper policies to be followed in resolving this problem. There is also no consistency in the application of NPA norms, ever since these have been recognized.
Non Performing Assets are also called as Non Performing Loans. It is made by a bank or finance company on which repayments or interest payments are not being made on time. A loan is an asset for a bank as the interest payments and the repayment of the principal create a stream of cash flows. It is from the interest payments that a bank makes its profits. The problem of NPA is not limited to only Indian public sector banks, but it prevails in the entire banking industry. Major portion of bad debts in Indian Banks arose out of lending to the priority sector at the dictates of politicians and bureaucrats. If only banks had monitored their loans effectively, the bad debt problem could have been contained if not eliminated. The top management of the banks was forced by politicians and bureaucrats to throw good money after bad in the case of unscrupulous borrowers. Agriculture advances have registered a 7 fold net increase, SSI advances have set a record net increase of 8. Priority sector is more than that of the Public Sector Banks as a whole. In case of NPA management, the performance of Indian Bank is better than that of Public Sector Banks as a whole.
or any nation, banking system plays a vital role in the development of its sound economy. India is not an exception. Bankers are the custodians and distributors of the liquid capital of the country. The foremost function of the banking system is to mobilize the savings of the people by accepting deposits from the public. The banker becomes the trustee of the surplus balances of the public. Here-in-lies the onerous duty of the banker is in stimulating the mobilization of surpluses. Well -knit banking systems secure a good foundation for a Nation's Industrial and Economic Progress. The role of banking in promoting development and growth, especially in the context of planning to break the vicious cycle of poverty and to retrieve the economy from the trap of under-development is a matter of paramount importance, particularly when our country is on the way of development. Deposit mobilization promotes the economic prosperity by controlling the money circulation and canalizing for development and productive purposes. In order to mobilize deposits, the commercial banks undertake deposit mobilization through various deposit schemes suited to the different sections of the people. As the growth of the bank deposits is the key element in the progress of the banking business, bankers spend more time and man power in the mobilization of deposits. The deposits along with other sources of funds, namely, capital, reserves and borrowings, form the sources of funds for the banks. The lending and investment activities of the bank are based on the sources of funds.
In India the magnitude of the problem of bad debts was not taken seriously. Subsequently, following the recommendations of Narasimham committee and Verma committee, some steps have been taken to solve the problem of old NPAs in the balance sheets of the banks. It continues to be expressed from every corner that there has rarely been any systematic evaluation of the best way of tackling the problem. There seems to be no unanimity in the proper policies to be followed in F resolving this problem. There is also no consistency in the application of NPA norms, ever since these have been recognized. NPA concerns of individual banks summarized as a whole and expressed as a mathematical average, for the entire bank cannot convey a dependable picture. The scenario is not so simple to be generalized for the industry as a whole to prescribe a readymade package of a common solution for all banks and for all times.
II.
Concept of PA
The banks, in their books, have different kind of assets, such as cash in hand, balances with other banks, investment, loans and advances, fixed assets and other assets. The Non Performing Asset (NPA) concept is restricted to loans, advances and investments. As long as an asset generates the income expected from it and does not disclose any unusual risk other than normal commercial risk, it is treated as performing asset, and when it fails to generate the expected income it becomes a "Non Performing Asset". In other words, a loan asset becomes a Non Performing Asset (NPA) when it ceases to generate income, i.e. interest, fees, commission or any other dues for the bank for more than 90 days.
A NPA is an advance where payment of interest or repayment of installment on principal or both remains unpaid for a period of two quarters or more and if they have become 'past due'. An amount under any of the credit facilities is to be treated as past due when it remain unpaid for 30 days beyond due date.
Non Performing Assets are also called as Non Performing Loans. It is made by a bank or finance company on which repayments or interest payments are not being made on time. A loan is an asset for a bank as the interest payments and the repayment of the principal create a stream of cash flows. It is from the interest payments that a bank makes its profits. Banks usually treat assets as non-performing if they are not serviced for some time. If payments are late for a short time, a loan is classified as past due and once a payment becomes really late (usually 90 days), the loan is classified as non-performing. A high level of nonperforming assets, compared to similar lenders, may be a sign of problems.
III.

Statement of the Problem
Non-performing assets of banks are one of the biggest hurdles in the way of socio-economic development of India. The level of NPAs of the banking system in India is still too high. It affects the financial standing of the banks so that it is a heavy burden to the banks. A vigorous effort has to be made by the banks to strengthen their internal control and risk management systems and to setup early warning signals for timely detection and action. The problem of NPAs is tied up with the issue of legal reforms. This is an area which requires urgent consideration as the present system that substantially delays in arriving at a legal solution of a dispute is simply not tenable. IV.
objectives of the study
The present study has been designed to achieve the following objectives:
To know and study about the non-performing assets in Indian Bank, Tamil Nadu. To find out Non Performing Assets under the Priority sector lending in Indian Bank and Compare with Public Sector Banks (PSBs) To make appropriate suggestions to avoid future NPAs and to manage existing NPAs in Indian Bank.
V.
Limitation of the Study
The study is limited to the functions of Indian Bank, Tamilnadu pertaining to its management of NPAs and profitability. Thus, the important limitations are as follows;
The study on management of non-performing assets is limited to the Indian Bank. The data are collected from Indian Bank till the end of March, 2011. The basis for identifying non-performing assets is taken from the Reserve Bank of India circulars. Since non-performing assets are critical, bank officials are not willing to part with all the information with them.
Reasons for NPAs and Management of NPAs are changing with the time. The study is done in the present environment without foreseeing future developments.
VI.
Scope of the Study
The study has the following scope:
The study could suggest measures for the banks to avoid future NPAs & to reduce existing NPAs.
The study may help the government in creating & implementing new strategies to control NPAs. The study will help to select appropriate techniques suited to manage the NPAs and develop a time bound action plan to arrest the growth of NPAs.
VII.
Research Design
The research design used to carry out this study is descriptive research because it deals with statistical data and the main aim of the report is to describe the factors affecting the problem mentioned. The present study is an analytical study. For this study, primary data and secondary data are collected. The primary data is collected from the borrowers with the help of questionnaire. The secondary data is collected from the annual reports of Indian Bank and Reserve Bank of India website VIII.
Sources of Data
The data collected is mainly secondary in nature. The sources of data for this thesis include the literature published by Indian Bank and the Reserve Bank of India, various magazines dealing with the current banking scenario and research papers.
IX.
Priority Sector Analysis
Since Nationalization of major commercial banks in 1969, banking sector has been utilized as a powerful vehicle to carry on the Government's development programmes. The priority sector activities have been given adequate financial assistance through Banks. Among the 20 point programmes announced by the Prime Minister, Mrs. Indira Gandhi, poverty alleviation, creation of employment opportunities, promotion of self employment, protection and promotion of village and cottage industries, encouraging entrepreneurs and similar socio economic development programmes were given top priority. Thus various employment generation activities, Agricultural development activities and activities related to small Scale industries have been classified under priority sector. In other words, some areas of fields in a country, depending on its economic condition or government interest are called Priority Sectors, i.e. industry and agriculture. These may further be subdivided. Banks are directed by the central bank of the country that loans must be given on reduced rates of interest with discounts to promote these fields; such lending is called Prime Sector Lending. Priority sector was first properly announced in 1972, after the National Credit Council emphasized that there should be a larger involvement of the commercial banks in the priority sector. In 1974, the banks were given a target of 33.33 % as share of the priority sector in the total bank credit. This was later revised on the recommendation of the Dr The Government of India through the instructions of Reserve Bank of India (RBI) mandates certain type of lending on the Banks operating in India, irrespective of their origin. RBI sets targets in terms of percentage (of total money lent by the Banks) to be lent to certain sectors, which in RBI's perception would not have access to organized lending market or could not afford to pay the interest at the commercial rate. This type of lending is called Priority Sector Lending. ) must be vigilant and the rising trend in NPAs must be arrested immediately. ) to their total agriculture advances respectively. These Their performance in NPA management may also be compared. NPAs create obstacles on the path of growth in the business of banks, particularly in the growth of credit disbursement. The above table gives the quantum of SSI advances and NPAs related to SSI advances in Indian Bank as well as that of Public Sector Banks as a whole for the period of study. Contrary to this growth, a drastic reduction is seen in NPAs with a net fall of `254.27 crores during the same period. Percentage of NPAs in total SSI advances has come down from 44. Table No . VI provides the data regarding the advances made by Indian Bank as well as all Public sector Banks as a whole under other priority sector and the respective NPAs. The percentage of NPAs with references to the total other priority sector an advance has been calculated per year for both Indian Bank and Public Sector Banks as a whole. These data viz, other priority sector advances, NPAs, the percentage of NPAs for the whole period of study facilitate to assess the performance of Indian Bank in comparison with the Public Sector Banks as a whole in the areas of lending to Other Priority Sector, management of NPAs and their related trends such as increase in Other Priority Sector advances and decrease in NPAs. More particularly these data helps to evaluate the management of NPAs in Indian Bank comparing it to that of Public Sector Banks as a whole. Weaker section borrowers spread over the entire priority sector domain and they are in agricultural sector, SSI sector and other priority sector. Therefore the figures here are overlapping with those given under the components of priority sector advances. Thus the weaker section advances form part of each component of the priority sector advances. The above table indicates that Indian Bank has given much importance to weaker section advances and therefore the growth is by 7.5 times in 10 years. It was `845.27 crores in 2001-02 and it has risen to `6073 crores in 2010-11. Also in case of Public Sector Banks, the weaker section advances has been given more importance and hence it has grown 8.5 times in ten years. In case of Public Sector Banks, the highest annual growth in weaker section advances is seen in 2007-08 (`32649.92crores). In Indian Bank the highest annual growth is seen in the 
Suggestions
Average percentage of Priority sector advances by Indian Bank is 37.84 of its total advances (statutory requirement is 40%).
NPAs in Priority sector advances accounts to 58.71% of total NPAs of Indian Bank. Further, the mean percentage of gross NPAs to total advances in Indian Bank is 2.73. The mean percentage of NPAs in Priority sector advances to total Priority Sector advances is arrived at as 4.11. The incidence of NPAs is more in Priority sector advances. Therefore, Indian Bank has to restrict its advances to Priority Sector to the limit of 40% of total advances. Simultaneously, Indian Bank must take steps to improve recovery in Priority sector advances. Indian Bank has to take appropriate steps to improve recovery in Other Priority Sector advances. At most care must be taken to ensure prompt recovery without allowing any fresh NPAs. 5. About 25 percent of total Priority Sector lending by Indian Bank has gone to weaker sections. The average NPA level of weaker section advances to total weaker section advances in Indian Bank is arrived at as 4.54. The incidence of NPAs in weaker section advances is more in Indian Bank. Therefore, the bank must take steps to recovery and reduce NPAs. Efforts are necessary to prevent creation of fresh NPAs.
XI.
Conclusion
The Priority sector advances have been analyzed in detail under three major heads, viz., Agriculture, Small Scale Industries and Other Priority Sector. Further weaker section advances, which forms part of Priority sector, have also been studied. The data related to Priority sector advances for 10 years have been collected for Indian Bank and for the Public Sector Banks as a whole. The data have been tabulated comfortably with required percentage calculation and mean calculations. Besides the loans and advances granted under priority sector, the NPA figures have also been tabulated both for Indian Bank and the Public Sector Banks as a whole. The data so provided helped to have an in-depth analysis about the participation of Indian Bank in lending activities to priority sector in comparison with that of the Public Sector Banks as a whole. The growth of Indian Bank's lending to Priority sector is more than that of the Public Sector Banks as a whole. In case of NPA management, the performance of Indian Bank is better than that of Public Sector Banks as a whole. However, Indian Bank has slippages during the period of study in controlling of NPAs in the early years of the decade. Indian Bank is still not comfortable in the area of NPA management. Therefore, the management of Indian Bank must pay special attention towards the NPA management and take appropriate steps to arrest the creation of new NPAs, besides making recoveries in the existing NPAs. Timely action is essential to ensure future growth of the Bank. rity nces R I f the India f t -2.
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